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Abstract 
The study highlights and explains the concept and elements of 

Corporate Social Responsibility (CSR). It has vast applications in the 

field of management, accounting, ethics, marketing and many other 

areas including corporate finance. It has attained special importance 

in the modern age in the field of corporate finance.  The objective of 

CSR is to promote benefits from large companies’ operations to local 

communities. I t  e nsures that the private sector may not violate the 

human rights and it provides the promotion of the human rights. It also 

increases the transparency in business practice and core labor 

standards. It represents the integrity with which a company governs 

itself, fulfills its mission, lives by its values, engages with its 

stakeholders, measures its impact and reports on its activities. The 

Shariah is a first step for understanding CSR in Islam. The main 

components of Shariah explain the corporate social responsibility and 

these components are: faith (aqidah), morality (akhliq) and fiqh (legal 

rulings). Taqwa (Allah’s consciousness) is central and focal point to 

establish the relationship of man with Allah and toward the activities of 

this world. Pakistan is committed to developing a socially and 

environmentally responsive corporate sector and is playing a proactive 

role in the development of CSR culture in the country’s business arena. 

 

Keywords: CSR, Stakeholders and Corporate Finance, Islamic Perspective of CSR, 

Business Management of Pakistan. 
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I. Introduction 

Corporate social responsibility (CSR) is defined by the World Business Council 

for Sustainable Development as continuing commitment by business to behave ethically 

and contribute to economic development while improving the quality of life of the 

workforce and their families as well as of the local community and society at large. The  

World  Bank  and  the  World  Business  Council  on Sustainable Development 

(WBCSD) define CSR as the commitment of business to contribute to  sustainable 

economic  development  –  working  with  employees,  their families, the local 

community and society at large to improve their quality of life, in ways that are both 

good for business and good for development  (SIDA, 2005).  

 

In universal, CSR explain about corporate behavior not only profit maximizing 

but also covers the environment protection, employees rights, being ethical in trading, 

and participation of local community in business. Therefore, CSR is apprehensive 

approach to deal with: human rights, community participation, human resource 

management, social investment and coverage (CSR Europe, 2001).  

 

Corporate social responsibility is subject to different meanings, it includes (CSR 

Europe, 2001): 

 
i. Ensuring that the private sector does not contribute to violations of human rights 

and promotes the respect of these rights 

ii. The respect of core labor standards 

iii. Ensuring that local communities benefit from large companies’ operations in 

developing countries 

iv. Responsible management of environmental impacts of a company’s operations, 

including emissions, waste and use of sustainable resources 

v. Avoidance of corruption and the increase in transparency in business practice 

vi. Incorporation of social and environmental criteria in procurement decisions 

 

CSR has become increasingly important because of: 

 

i. Globalization and the growth in competition 

ii. Increased size and influence of companies 

iii. Retrenchment or repositioning of government and its roles 

iv. War for talent; companies competing for expertise 

v. Growth of global civil society activism 

vi. Increased importance of intangible assets (UNIDO, 2002) 

 

During the past decades, there has been a fundamental change in the 

relationship between business and society and CSR has become an important part of 

the business environment.  So far, CSR has mainly been a response to pressure from 

consumers, civil  society,  large  enterprises  and  governments  which  has  forced  

companies  to become  more  environmentally  and  socially responsible  due  to  

environmental pollution, human rights abuses and exploitation of labor in supply chains. 

Meanwhile, companies have recognized the strategic significance of being further 

responsible. A major problem is that the CSR debate has so far tended to mainly refer to  

the  large  Multi National Companies (MNC)  behavior  and  impact  on  developing  
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countries  and  emerging markets. Important attempts are increasingly being made to 

widen the focus to include SMEs and t o  g i v e  d o me s t i c  companies i n  d e v e l o p i n g  

c o u n t r i e s  i n c e n t i v e s  t o  incorporate CSR in their strategies. This is fundamental 

since many SMEs lack access to technology, environmentally friendly inputs, credit, 

information and training which often become obstacles to social and environmental 

progresses. For most developing countries, SMEs are crucial for development and 

often work as the “path out of poverty”. It is also important to emphasize that CSR 

policies are not rules, just recommendations.  It  is  up  to  each  company  to  create  its  

own  set  of  values,  to implement them and to make them operative. However, 

companies can get assistance from trade unions, MNCs, governments etc to incorporate 

CSR in their strategies. 

 

It is important to realize that the business managed, keeping into account in the 

social responsibility impacts, adds value to the business. Interest and welfare of the 

communities, which are directly or indirectly affected by the company’s activities, are the 

top priority of CSR aligned organization. Socially responsible business is the one of that 

is useful to the society and support its sustainable development, which is why it is very 

important to implement to the united nation global compact principle for any company. It 

is through the guiding principle of global compact that a company commits to align its 

operations and strategies, in the areas of human rights, labor, and environment and anti 

corruption. CSR is used to describe the positive ways in which the private sector may 

affect the society it   operates in.   

 

II. Major Elements of CSR 
CSR represents the integrity with which a company governs itself, fulfills its 

mission, lives by its values, engages with its stakeholders, measures its impact and 

reports on its activities. Although most people appreciate the recent advancement of CSR, 

some argue that corporations are still not doing enough or are only acting in self interest. 

These people say that multinational corporations and companies are acting ethically in 

areas that are highly regulated, but at the same time, they are acting in an opposite 

manner in other parts of the world (such as using cheap or child labor). In addition, while 

corporations must have good CSR policies in order to maintain their reputation, they are 

also expected to maximize profits for stakeholders such as shareholders, employees, 

communities and customers. Therefore, propel argue that businesses do not put in a 

sufficient amount of resources to achieve what they have promised in their CSR policies. 

 

Warhust (2001) points out three major elements of CSR; these are product use, 

business practice and profit distribution. Product use focuses on contribution of industrial 

products which help in well being and quality of life of the society, business practice 

focuses on good corporate governance and gives high impetus for the environmental 

well-being and equity, and finally distribution of profits equitably across different 

societies, in particular the host community. The concept of CSR as visualized in the 

transition economies and the developed countries has a very different meaning. 

 

This concept though very gradually, has seeped in Pakistan as well. Companies 

are now expected to perform well in non-financial and social sectors such as human 

rights, business ethics, environmental policies, corporate contributions, community 

development, corporate governance, and workplace issues. Some examples of CSR are 

safe working conditions for employees, environmental stewardship, and contributions to 
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community groups and charities. The problem is that many companies that claim to be 

socially responsible often do not live up to the standards. Because CSR is becoming more 

common among corporations, there are concerns that some companies promote and 

image of CSR whether or not they have a true strategy in place and the results to show 

for. Accountability and transparency are keys to conducting a business in a responsible 

manner. 

 

Role of business in the society in 21
st
 century is most important and contentious 

private and public policy issue. Corporate Social Responsibility (CSR) aligns its values 

and behavior with the expectations and needs of all its stakeholders, not just the 

customers and investors, but also employees, suppliers, communities, regulators and 

society as a whole. CSR describes a company’s suppliers, communities, regulators and 

society as a whole. CSR describes a company’s commitment to be accountable to its 

stakeholders, manage managing and improving its impact on the economy, the 

environment and the society. 

 

CSR is viewed historically as a developed-country phenomenon. A large body of 

literature on social performance of firms is emerged in the context of developed 

countries. Literature on the theory and practice on CSR in the developing countries 

therefore remains scant (Belal, 2000). An extensive literature review is undertaken to 

provide clues regarding the key CSR issues affecting developing countries. In particular, 

CSR actions appear to reflect Caroll’s (1979) four competing priority that is, firms adopt 

social responsibility in order to meet their economic, legal, ethical and discretionary 

responsibilities. 

 

III. Categories of Corporate Social Responsibility 
Caroll (1979) suggests that all firms strive to balance their economic, legal, ethical 

and discretionary responsibilities in order to meet their social obligations. Quazi and 

O’Brien (2000), on the other hand, consider CSR actions within a two-dimensional model 

that positioned such actions in terms of whether their strategic motivation is altruistic or 

corporate.  

 

Economic responsibilities lay the foundation of all social obligations and are 

deeply rooted in the classical doctrine of “business of business is business” as endorsed 

by noble laureate Milton Friedman (1970). Legal responsibilities are mandatory for 

corporations as these are prescribed by law. Therefore, corporations have no choice but to 

comply with these basic “ground rules” (Carrol, 1979). Ethical responsibilities of 

corporations are additional responsibilities going beyond legal compliance and profit 

making and include those that firms believe are the right things to do. Ethical 

responsibility stems from humanistic, religious and moral orientation of corporations 

(Lantos, 2001). The discretionary responsibilities refer to the voluntary nature of 

obligations rooted in the altruistic principles that are neither required by law nor are 

expected by the community. The drive for such responsibilities arises from the reciprocal 

obligation of giving back to community in exchange of profit and power that businesses 

receive from society.  

 

It is important to gain a basic understanding of the different approaches which 

multinational enterprises may adopt in the different international markets. There are 

generally two approaches, the Shareholder Approach (internal dimension) and the 
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Stakeholder Approach (external dimension). Carroll (1989) defined shareholders as the 

investors in the business, which means shareholders own a portion or a share of one or 

more businesses. Multinational enterprises that adopted the Shareholder Approach 

emphasize the principal interests of shareholders, which range from security appreciation 

to dividends. In other words, the profitability of the company would be the main concern. 

Accordingly, multinational enterprises which adopted such an approach would place 

lesser attention on being socially responsible in society; rather, they would attempt to 

focus on ways of maximizing the profitability of the firm. 

 

The concept of the Stakeholder Approach on the other hand refers to the idea of 

understanding the relationships between business and society. Here, the interests of the 

stakeholders will be the priority (Carroll, 1989). The stakeholders can be defined as any 

group with direct interests in the corporation, ranging from individuals who operate 

inside the enterprise, to those who operate outside the enterprise (Alkhafaji, 1989). So, 

who are the stakeholders for multinational enterprises? Mclntosh et al. (1998) indicates 

two stakeholder levels, primary and secondary. There are two further stakeholder 

categories within these categories, social and non-social. 

 

IV. Islamic Perspective of Corporate Social Responsibility 
The understanding and capturing the Islamic perspective of corporate social 

responsibility, it is necessary to substantiate belief that Islam is not only as a religion but 

is a complete code of Life. Allah is the creator of this universe and man is His vicegerent 

on this earth. Therefore, the Islamic perspective of corporate social responsibility starts 

with the concept of Oneness of Allah and who is the supreme power at all in the universe. 

The entire universe is created for the man and Allah has sent His prophets for guidance of 

man to run the system smoothly and His last prophet is Mohammad (PBUH). Mohammad 

(PBUH) is the prophet for the entire world and Allah send Quran to him for the guidance 

of human beings. 

 

Hasan (2002) explains that values including truth, justice, sympathy, uprightness 

would be strengthened with the fear of Allah. It is essentially required for all business 

activities and its relationship with all stakeholders. Therefore, concept of CSR in Islam 

has broader meaning in which corporation as group of individual plays the role of 

vicegerents of Allah in the sphere of business activities. It establishes the relation of 

taqwa (Allah’s consciousness) with corporate social responsibility.  

 

The Islamic concept of CSR is a holistic one approach. It is a spiritual view 

derived from the teachings of the Quran and Sunnah. The Islamic approach of CSR is 

based upon philosophical foundations in which man interacts with nature and other 

human beings in the light of divine principles of Shariah (Ahmad, 2002). In the light of 

Shariah, a religious attachment plays a significant role as compared to the social contract. 

The religious obligations require man to submit himself and spending his life in keeping 

high moral realization given by the Shariah. Therefore, Shariah is a foundational basis for 

understanding CSR in Islam. 

 

The main components of Shariah explain the corporate social responsibility and 

these components are: faith (aqidah), morality (akhliq) and fiqh (legal rulings). The 

characteristics of faith and morality both explain the Islamic way of life in the set of 

values and principles that leads to Islam as universal religion. Similarly Islamic fiqh 
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provide the methodology and framework to Muslims that explain local, cultural, socio-

economic and technological changes taking place in the world. Therefore, the Shariah is 

flexible and dynamic for space and time. Taqwa (Allah’s consciousness) is central and 

focal point to establish the relationship of man with Allah and toward the activities of this 

world in the junction of Shariah. Following important points emerge from the explained 

framework.  

 

A. Human dignity  

Allah has given grace and dignity to every human being. Therefore, Islam does 

not only suppose that man should survive in this earth at its lowest level of existence but 

Islam permit to him to spend his life with dignity. Human beings are created by Allah 

with high and noble nature, they must utilize their potential by shouldering the 

responsibility of maintaining and developing the universe (Parvez, 2000). The spiritual 

and moral responsibilities of man are of fundamental importance in the Islamic economic 

vision and business philosophy because it explains that human happiness cannot only be 

enjoyed by concentrating upon material needs but also fulfilling the human dignity. 

 

B. Free will 

Allah endowed man with intellectual and balanced faculties for the selection of 

right or wrong path to spend his life. It is up to man to choose whatever he likes or dislike 

(Mawdudi, 1989). Man is the vicegerent of Allah on this earth and this role provide free 

will to him. Therefore, the freedom or a free will given to man in Islam means that they 

will not willingly misbehave the social limits of freedom. The imposition of these limits 

will stop humankind from self-interested social behavior (Naqvi, 2003). 

 

C. Equality and rights 

All human beings are equal except on the basis of piety and good character in the 

eyes of Allah. Therefore, human beings are instructed to interact with each other on the 

basis of trust, equity and justice (Parvez, 2000). Therefore, the right behavior of human 

beings is explained in the light of Quran and Sunnah. It is not based upon slogans 

including 'might is right', struggle to serve only one's own, 'self-interest', and 'survival of 

the fittest' (Iqbal and Mirakhor, 2003).  

 

D. Trust and responsibility 

The trust in Islam is linked with responsibility explaining that the wealth that is 

given to him by Allah in reality is a responsibility for which he will ask on the Day of 

Judgment in the Hereafter. Therefore, his spending should be in accordance with the 

Divine guidelines. The Islam prohibits spending wealth in illegitimate activities such as 

hoarding.  

 

Therefore, CSR is a moral and religious idea explains that a company has moral 

and social responsibilities like individuals regardless of its financial statement. Islam is 

not against profit making rather, it seen not the sole purpose of existence of the firm to 

earn profit (Hasan, 1983). The entrepreneur in the Islamic jurisprudence not only tries to 

maximize the profit but also maximize happiness in this life and the Hereafter by 

fulfilling his social and moral responsibility for the welfare of consumers, employees, 

shareholders and local communities. Islamic guidance regarding justice provides balance 

between the rights and duties of individuals towards others (Parvez, 2000). 
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The idea of self-interest is a natural and it is motivating force to carry the human 

activities and Islam does not deny it. Islam links it to the overall concept of welfare and 

justice. Therefore, moderation and consideration of other needs are integrated with one's 

own needs in the Islamic perspective of CSR. Social responsibility is not only the duty of 

government but also of the individual. The individuals and firms are advice to encourage 

sacrificing and spending their wealth for the need of the society for the sake of Allah. 

 

V. Mainstream Business Management Concern in Pakistan 
 The present world, corporate social responsibility (CSR) is emerged as the 

mainstream business management concern, considering its significant impact on corporate 

competitiveness coupled with sustained economic growth. Securities and Exchange 

Commission of Pakistan (SECP) is committed to developing a socially and environmentally 

responsive corporate sector in Pakistan and has played a proactive role in developing a CSR 

culture in the country’s business arena. 

 

Securities and Exchange Commission of Pakistan with a view to ascertaining the 

prevalent CSR practices in Pakistan and to devise a strategy for its effective implementation 

in the corporate sector, commissioned a study titled “Evaluation of the state of Corporate 

Social Responsibility in Pakistan and a Strategy for Implementation”. The study in its 

findings recommended appropriate support both from the corporate sector as well as for the 

government to bridge the gap between the existing CSR states and the global evolving CSR 

environment, for competitive advantages. SECP, spearheading the effective implementation 

of the CSR initiatives in the country took various measures for the promotion of CSR in 

Pakistan’s corporate sector. The commission, recognizing the capacity constraint, low 

standards of knowhow and lack of quality human capital in the capital markets established 

country’s first securities market institute “Institute of Capital Markets” (ICM). ICM is a 

dedicated institute that conducts educational and training activities for the market 

participants to developed capital market practitioners and focus on the current issues being 

faced by the capital market. 

 

ICM would conduct various licensing examinations leading to certifications for 

different segments of the capital markets. ICM is also meant to provide a platform for 

research & development, exchange of ideas and consulting services on capital markets 

issues. The institute develops a pool of trained and certified professional’s skilled nit only to 

deal in conventional instruments but also to develop and trade new capital markets 

products, like options, index futures, and exchange trade funds, and commodity futures. 

Commission besides extending the necessary equity contribution to ICM also extends 

support to develop necessary IT and secretarial support. 

 

As companies take from a community in terms of profits, manpower and resource; 

they are also except to give something in return often in the form of social involvement and 

investment. Generally speaking, companies do have the necessary intellectual, monetary 

and other martial resources to participate in significant social projects; however, they adopt 

varied approaches concerning social issues and / or community involvement. As a result, 

their interventions can range from introducing a scheme for employees to volunteer their 

time and expertise to local institutions to direct project interventions like the construction of 

schools and clinics. 
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Internationally businesses are realizing that following good corporate governance 

practices entails long term benefits to them, and by helping with the social uplift they are 

building future markets for their products and services, and creating a better labor force- 

inevitably ensuring their own sustainability. 

 

Moving further down the road, the SECP issued the Companies (Corporate Social 

Responsibility) General Order, 2009 which prescribes disclosure of CSR activities 

undertaken by the companies during each financial year. All public companies are 

required to make CSR disclosures in the director’s report to the shareholders appended to 

the annual financial statement. The order also provides an illustrative list of major CSR 

activities required to be disclosed. 

 

 Annual report has become more than the mandatory financial report for public 

companies, as many companies use it as an important marketing communication tool. 

CSR is an issue of growing interest in the business world and many companies are 

voluntarily disclosing information regarding their CSR activities in their annual report. If 

we look around us today, we see many companies in Pakistan actively participating in 

various aspects of social development. However, there is no formal framework requiring 

disclosure of voluntary CSR activities. Thus the order issued by SECP formalized the 

discourser and reporting mechanism in respect of CSR activities carried out by the 

companies.  

 

Many companies in Pakistan have budgetary allocations for charitable purposes 

but few have guidelines in place on how to best manage their responsibilities and 

proactively engage with the various stakeholders. As a result, not many companies are 

able to direct corporate philanthropy in an effective and efficient way that is socially 

responsible as well as financially beneficial. In this respect, the stakeholders need to 

devise a strategy to optimally utilize the CSR investments by the corporate 

philanthropists. Many organizations are responded to the business concern for the social 

environment with a commitment to social responsibility that leads to increase the 

corporate responsiveness to stakeholder and improve the social (stakeholder) 

performance. CSR requires a continual commitment by businesses to behave ethically 

and contribute to economic development while improving the quality of life of the 

workforce as well as of the community and society at large. 

 

According to ILO by September 2003 about 95% of the Sialkot balls were made 

without child labor. Nowadays the industry is totally free from the child labor (Khan, 

F.R. 2007). Crescent Steel and Allied Products Limited (CSAPL) is listed on all the 

Stock Exchanges of Pakistan. It is engaged in the manufacturing and coating of steel 

pipes. It provides significant funds to many educational institutes and hospitals in 

Pakistan for example including Lahore University of Management Sciences, 

COMMECS, and the Agha Khan Hospital. 

 

Other examples include Pakistan State Oil (PSO) which is engaged in the 

marketing of POL products. It imports, stores and distributes these products. It is the 

leader in the oil market of Pakistan by sharing 79 per cent of Black Oil and 58 percent 

White oil. PSO consider very much the requirements of its stakeholder and atmosphere 

by keeping in view the Corporate Social Responsibility as an important factor in its day-

to-day dealing with stakeholders. Therefore, PSO is engaged in the improvement of 
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economic situation of country through business expansion, job creation and charity. It 

also provides facility of health and education to the related personnel. Askari Bank 

(2005) contributed towards social awareness programs for AIDS, water preservation and 

blindness. The Bank has also worked on the promotion of Pakistan’s cause an 

international level by co-sponsoring the first interactive electronic encyclopedia on 

Pakistan. 

 

In other words, corporate leaders and managers must evaluate their decision and 

actions not merely from the perspective of organizational effectiveness, but also from the 

perspective of the greater good. With businesses focusing on generating profits, 

sustainability is not a popular concern among companies until recently. Now, in an era of 

globalization and multinational corporations, local businesses are no longer able to 

conduct destructive and unethical practices, such as polluting the environment, without 

attracting negative feedback from the general public. With increased media attention, 

pressure from non-governmental organizations and rapid global information sharing, 

there is a surging demand from civil society, consumers, governments, and others for 

corporations to conduct sustainable business practices. Furthermore, in order to attract 

and retain employees & customers and create caring collaboration with the communities 

by investing into various social sector initiatives, companies are beginning to realize the 

importance of being ethical and socially responsible, while running to realize the 

importance of being ethical and socially responsible, while running their daily operations. 

The corporate response has often meant an adoption of ‘a new consciousness’ and this is 

what is known as Corporate Social Responsibility (CSR). 

 

VI. Concluding Remarks 
The policies of subsequent Pakistani government (especially military 

governments) are designed to dissolve the unions and bring them into line with 

government philosophy. The government of Pakistan, therefore, has played only a minor 

role in improving the working conditions of labor class and has not ensured the basic 

needs of the large population in the country. Note should be taken of the country’s 

historical background, in particular in the area of employee rights. Union representation 

of employees, and with it the improvement of working conditions, first gained a foothold 

in British India through large union associations during the second half of the colonial era 

and ended with the Trade Union act of 1926. However, Securities and Exchange 

Commission of Pakistan (SECP) is committed to developing a socially and environmentally 

responsive corporate sector in Pakistan and has played a proactive role in developing a CSR 

culture in the country’s business arena. 
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